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IBRD Loan To Italy 


The International Bank for Reconstruction and De- 
velopment announced on October 7 a loan of $10,000,000 
for further assistance in the development of southern 
Italy. The borrower is the Cassa per il Mezzogiorno, a 
government agency charged with the administration of 
Italy’s Plan for the Economic and Social Development 
of the South, which was adopted by the Italian Govern- 
ment in August 1950. (See also this News Survey, 
Vol. VI, p. 68.) 

This is the second $10,000,000 loan the Bank has 
made to the Cassa for this purpose. Both loans will help 
Italy to pay for additional dollar imports needed because 
of greater economic activity and employment resulting 


International Materials Conference 

The Manganese-Nickel-Cobalt Committee terminated 
its activities on September 30, 1953. This decision fol- 
lowed the recent announcement that no plan of distribu- 
tion would be recommended for nickel for the fourth 
quarter of 1953. The Committee is the last of the IMC 
Commodity Committees to terminate its activities. 
Source: International Materials Conference, Press Re- 


lease, Washington, D. C., September 29, 1953. 


Commonwealth Finance Ministers’ Conference 

The Australian Prime Minister, Mr. R. G. Menzies, has 
announced that the Commonwealth Finance Ministers 
will meet in Sydney between January 8 and 15, 1954. 
The Ministers will discuss the sterling area balance of 
payments prospects for 1954, the progress of plans for 
moving toward a system of freer trade and payments 
covering the widest possible area, and Commonwealth 
cooperation in the development of its economic resources. 
Source: The Financial Times, London, England, Octo- 

ber 1, 1953. 


Europe 


Extension of European Exchange Arbitrage Operations 

The scheme for arbitrage between the principal EPU 
currencies, introduced in May of this year (see this 
News Survey, Vol. V, p. 357), has been extended to 
cover forward transactions for periods of up to three 
months. Hitherto, arbitrage has been limited to spot 
dealings except where specific approval for forward trans- 
actions had been given by the exchange control authorities 
of the countries concerned. 


from the Plan. The lire counterpart of the loan will be 
relent by the Cassa to finance projects supplementary to 
the Plan. The loan is guaranteed by the Government of 


Italy. 


The new loan is for a term of 25 years and bears 
interest of 5 per cent, including the 1 per cent commission 
which, in accordance with the Bank’s Articles of Agree- 
ment, is allocated to a special reserve. Amortization 
payments will begin November 1, 1958. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
October 7, 1953. 





It is hoped that the development of an efficient forward 
market in these currencies, where traders can cover their 
forward risks on the most economical terms, will have a 
beneficial effect on trade. While it may assist the multi- 
lateral trading system established under the EPU to work 
more smoothly, it is not, however, expected to lead to 
major changes in intra-Eurbdpean trade patterns. 
Source: The Financial Times, London, England, Octo- 

ber 5, 1953. 


U.K. Budget Position 


Exchequer figures for April-September 1953 indicate 
that the satisfactory position established in the first 
quarter of the current fiscal year (see this News Survey, 
Vol. VI, p. 10) has been maintained in the second quar- 
ter. Ordinary expenditure, at £1,990 million, was almost 
£60 million less than in the corresponding period in 
1952, a fall which compares favorably with the decline 
of £92 million over the whole fiscal year allowed for in 
the budget estimates. In the capital account, net capital 
outlays, at £225 million, represent a decline of over 
£70 million, although the budget estimates envisage an 
increase over the year as a whole. Ordinary revenue 
fell to £1,713 million for the six-month period—a drop 
of £44 million from the corresponding 1952 figure and 
a little more than half the projected fall for the full year. 
Since this fall in revenue was more than counterbalanced 
by the decline in expenditures both above and below the 
line, there appear to be good prospects that the final out- 
come for the fiscal year will justify the Government’s 
expectations announced by the Chancellor of the Ex- 


chequer in April. 
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Source: The Financial Times, London, England, Octo- 
ber 1, 1953. 


Decontrol of U.K. Trade in Magnesium 


The Ministry of Materials has announced that trade 
in magnesium will be restored to private hands on Janu- 
ary 1, 1954, when the Ministry will cease to trade in 
magnesium and the Magnesium Distribution Order, 1951, 
will be revoked. Private imports will still require import 
licenses, but licenses will no longer be required to obtain 
supplies produced in the United Kingdom. 

Public trading in magnesium was reintroduced in 
1951 owing to the serious world shortage that developed 
after the outbreak of the Korean war. Supplies are now 
such that U.K. requirements can be met through normal 
trade channels. 

The only commodities still remaining under the control 
of the Ministry of Materials are jute, tungsten, sulphuric 
acid materials, and flax. 

Source: The Economist, London, England, October 10, 
1953. 


Use of Norwegian and Netherlands Subscriptions to IBRD 


Reports in the Norwegian press indicate that Norway 
has released NKr 46 million (US$6.4 million) of its 
krone quota in the International Bank for Reconstruc- 
tion and Development for lending by the Bank. The 
Government has stipulated that the amount may be used 
only for payments which are in accordance with Nor- 
wegian export controls, and that the Bank may not lend 
more than NKr 21.5 million (US$3 million) in any one- 
year period. 

Since Norway has previously made available NKr 4 
million (US$0.5 million) for loans to Iceland and Yugo- 
slavia, and NKr 14 million (US$2 million) for pay- 
ments of certain specified goods, the Government’s deci- 
sion raises the amount that may be used for Bank lend- 
ing to the full amount of Norway’s local currency sub- 
scription to the Bank’s capital, i.e., to 18 per cent of 
Norway’s total subscription of US$50 million. 

The Netherlands Government has also announced the 
provision of £25 million (US$6.6 million) in the 1954 
budget on account of Netherlands participation in the 
capital of the International Bank for Reconstruction and 
Development. Non-interest bearing promissory notes to 
an amount of f 186 million (US$48.9 million) have been 
given to the Bank against that part of the Netherlands 
quota which has to be paid in guilders. This sum can 
be lent only with the approval of the Netherlands 
Government, which has now agreed that the Bank may 
lend the amount of f 100 million (US$26.3 million) to be 
spread over a period of four years. This release has 
been authorized with a view to the direct and indirect 
promotion of exports that will result from guilder loans 


extended by the Bank. 
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Sources: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, September 9, 1953; Ministry of Finance, 
Memorandum on the Position of the Netherlands 
State Finances, The Hague, Netherlands, Sep- 
tember 15, 1953. 


Finnish Program Against Unemployment 

The Finnish Planning Commission has recently sub- 
mitted to the Government a program to combat the 
threatening unemployment. The Commission stresses the 
necessity for drastic and effective measures to maintain 
industrial activity and thus avoid, as far as possible, 
government-sponsored unemployment works. The pro- 
posal assumes that the present exchange rate will be 
maintained and that the situation would be eased during 
the coming winter, provided that the cost level could 
be lowered. The recent cut in imports may cause a con- 
tinued decline in deliveries of raw materials. A policy 
for maintaining both the present level of exports and the 
level of imports which is necessary to keep up employ- 
ment is therefore of the utmost importance. 


The Commission proposes that sales from government- 
owned forests should be extended and the prices and 
terms for such sales should be adjusted in order to avoid 
an unreasonably high price level and to maintain the 
price of timber at a level consistent with the present 
level of export prices. The credit demands of the forest 
industries should be met. Half of the export levies paid 
by the forest industries during the boom—amounting to 
Fmk 8 billion—should be returned to the exporters as 
export and production subsidies. 

A minimum import program should also be set up to 
ensure continued normal activity, at least for the next two 
months, in the industries dependent on imported raw 
materials. The Bank of Finland should request the credit 
institutions to regulate their granting of credit according 
to the points of view outlined above. 

Government-subsidized investment activity should be 
started before the end of the year in areas with high 
unemployment. The funds required for the government- 
subsidized housing program and for forest preservation 
works, etc., should be granted and, if necessary, funds 
originally granted for unemployment works should be 
used for these purposes. Deliveries of fuel wood should 
be maintained at least at the same level as during the 
previous cutting season, and consumption of fuel wood 


should be increased. 


Source: Svenska Dagbladet, Stockholm, Sweden, Sep- 
tember 28, 1953. 


Export Promotion Measures in Italy 


Two measures for the promotion of Italian exports 
were approved by the Italian Council of Ministers on 
September 18. The first measure provides for the insur- 
ance against special risks of credits to exporters and 
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involves the revision and extension of a bill which had 
not been approved before the elections. A government 
guarantee is authorized up to a total of 60 billion lire for 
the fiscal years 1953-54 and 1954-55. The insurance will 
be handled by the National Insurance Institute (INA), 
but reinsurance will be open to private companies. The 
second measure allocates 40 billion lire for medium-term 
credits for special groups of exports. The credits will be 
handled by the Central Institute for Medium-Term Credit, 
and the funds provided from the repayment of loans in 
sterling extended to exporters on the basis of a law of 
April 18, 1950. 

Additional measures, including notably the reimburse- 
ment of the general turnover tax on products for export 
and the introduction of a corresponding duty on imports, 
are also reported to have been submitted to the Cabinet 
by the Minister of Foreign Trade, but their adoption has 
reportedly been deferred because of objections raised by 
the Finance Minister. 

Source: Economic News from Italy, New York, N. Y., 
September 25, 1953. 


Greek Postdevaluation Exchange Measures 


The application of restrictive monetary policies in 
Greece was accompanied, shortly after the devaluation 
of the drachma on April 9, by certain temporary exchange 
measures primarily designed to protect the cost of living 
from the immediate impact of devaluation and thus to 
make possible a smoother adjustment to the new exchange 
rate. 

Import subsidies were applied to a limited number of 
highly essential foodstuffs and raw materials which 
weighed heavily in the cost of living. The subsidy 
ranged from 7,000 to 15,000 drachmas per U.S. dollar, 
and therefore produced effective exchange rates of from 
15,000 to 23,000 drachmas per U.S. dollar. The pre- 
devaluation rate of 15,000 drachmas per U.S. dollar was 
also applied to certain invisible payments connected with 
educational and medical expenses abroad. 


Export taxes, ranging from 1,500 to 9,000 drachmas 
per U.S. dollar, were imposed on exports of cotton and 
rice and their by-products, olive oil, and iron scrap. 
These exports account for less than 10 per cent of the 
total value of exports. These goods were exported before 
the devaluation at effective exchange rates which did not, 
on the whole, deviate far from the previous official rate. 
In the absence of special measures, their domestic prices 
would therefore have risen substantially after April 9, 
and in view of the essential character of these goods, 
this might have caused a sudden steep rise in the cost of 
living. A further upward pressure on prices might also 
have been exerted by the higher incomes associated with 
the new exchange rate of the drachma if it had been 
applied to such goods, and the effectiveness of the devalu- 
ation might well have been impaired. 


Greece has informed the International Monetary Fund 
that the exchange subsidies on imports and on invisible 
payments have been discontinued, and has asked the 
Fund’s approval for the temporary maintenance of the 
taxes on exports, the only special exchange practice still 
in effect. The Fund has raised no objection to the tem- 
porary maintenance of these exchange taxes. 

Source: To Vima, Athens, Greece. 


Settlement of German Foreign Debts 


With the deposit in London of ratification papers for 
the London Debt Agreement by the United States, Great 
Britain, France, and the Federal Republic of Germany, 
the agreement comes into force in respect of these coun- 
tries. The first payments are to commence immediately 
and will amount to DM 189.3 million, of which about 
DM 74 million will be paid to the dollar area and about 
DM 115 million to the EPU area. Payments to Sweden 
will commence shortly, and to Switzerland as soon as the 
agreement has been ratified in Bern. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 24, 1953. 


Middle East 
Egyptian 1953 Cotton Crop 


The first official cotton crop estimate issued by the 
Ministry of Agriculture has placed this season’s total 
ginned crop at the surprisingly small total of 5,927,000 


kantars, plus 129,000 kantars of scarto. This estimate 
compares with last season’s final figures of 9,716,699 
kantars, plus 200,000 kantars of scarto (1 kantar = 99.05 
pounds). The decline may be interpreted as an indica- 
tion of the success of the Government’s policy of en- 
couraging the transfer of land from cotton to grain pro- 
duction. 

The long-staple crop (over 134 inches) is placed at 
1,982,000 kantars, compared with last season’s final 
output of 4,548,333 kantars. The medium-staple output 
(over 144 inches) is estimated at 1,625,000 kantars 
against 1,247,366 kantars last season. The short-staple 
varieties (over 11% inches) are expected to yield 
2,320,000 kantars this season, against a final output of 
3,921,000 kantars last season. Stocks of cotton in Egypt 
on August 31 totaled 3,442,605 kantars. 

It has been reported that the Egyptian Cotton Commis- 
sion has already sold 3.2 million kantars. 

Sources: Al Ahram, October 4, 1953, and The Egyptian 
Gazette, October 6, 1953, Cairo, Egypt. 


Ethiopian Coffee Export Duty 


A temporary surtax of Eth$60 (approximately US$24) 
per metric ton has been placed on Ethiopian exports of 
coffee effective August 11, 1953. This surtax is in addi- 
tion to the regular export duty of Eth$200 per metric ton. 
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The Government has also announced that, during the 
period August 3 to October 15, 1953, at least 40 per cent 
of coffee exports must be sold for U.S. dollars. Until 
recently the percentage prescribed for sale for U.S. dollars 
had been 80 to 100 per cent, a requirement which was 
lowered to 60 per cent early in 1953. The latest relaxa- 
tion is not expected to change the pattern of coffee ex- 
ports, for the United States currently purchases over 
75 per cent of Ethiopia’s total coffee exports. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., September 7, 1953. 


Lebanese Government Purchases of U.S. Dollars 


On September 30. 1953, the note issue of Lebanon 
totaled LL 203 million, about LL7 million greater than 
at the beginning of August. The increase is due to 
government purchases of U.S. dollars, which were made 
in the free market at rates ranging from LL 3.27 to 
LL 3.30 per US$1. It is reported that these purchases 
were made in order to counteract current market slack- 
ness by preventing further appreciation of the Lebanese 
currency vis-a-vis the U.S. dollar. 

Sources: Le Commerce du Levant, Beirut, Lebanon, 
September 19 and October 3, 1953. 


Far East 
Committee On Finance for Indian Private Industry 


The volume of investment in the private sector of the 
Indian economy has not reached the level contemplated 
in the Five-Year Plan. The Taxation Enquiry Committee 
is studying the effects of the level and structure of 
taxation on capital formation and on the maintenance 
and development of productive enterprises. 

The Reserve Bank of India has now, with the approval 
of the Central Government, appointed a committee to 
examine the problem of making increased finance avail- 
able to the private sector of industry from sources other 
than those under consideration by the Taxation Enquiry 
Committee, and in particular from bank finance. 
Source: The Times of India, Bombay, India, October 6, 

1953. 


Import Quota System in Taiwan 


The Foreign Exchange and Foreign Trade Control 
Commission of the Economic Stabilization Board in 
Taiwan has announced the first bimonthly quota of 
import commodities approved since the new regulations 
governing procedures for screening applications for for- 
eign exchange needed for imports went into effect on 
September 14. Included in the quota for September and 
October are 37 categories of imports with an aggregate 
estimated value of US$9,465,000. An _ additional 
US$650,000 has been set aside as a reserve to provide a 


margin for extra allocations if and when changing market 
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conditions should require quota revisions. The quota 
system will be on a bimonthly basis for the current year 
and will then follow a quarterly schedule. 

The new rules and procedures were approved by the 
Executive Yuan on September 10 following recommenda. 
tions by the Economic Stabilization Board. They are 
intended to establish a more rational screening system 
for exchange applications, to reduce the unit cost of 
imports by making it possible for each single application 
to cover a larger volume of imports, to regulate the flow 
of necessary imports and stimulate local production, and 
to secure better coordination between the Government's 
foreign exchange allocations and commercial procure- 
ments of the U.S. Mutual Security Mission to China. 
Their adoption greatly simplifies the steps involved in 
applying for foreign exchange allocations. In particular, 
the requirement of margin deposits in full for allocation 
applications has been suspended. 

Source: Chinese News Service, Press Release, New York, 


N. Y., October 6, 1953. 


Taiwan’s Rice and Sugar Parity Subsidy Bond Issue 

The Taiwan Provincial Government has decided to 
issue NT$150 million of “Rice and Sugar Parity Subsidy 
Bonds” to finance the subsidy payable to sugar-cane 
growers. The bonds will be issued at par on December 1, 
1953 and mature in two years. Interest is at the rate 
of 6 per cent per annum, payable semiannually. The 
bonds will be secured by the Government’s shares in the 
Taiwan Sugar Corporation, and an amortization fund 
will be provided for in the Provincial Government 
budget in each fiscal year. 

The subsidy had been established in April 1950, when 
the Provincial Government undertook to maintain a price 
for sugar at par with the market price of rice on the 
basis of one catty of rice for one catty of sugar, and to 
subsidize producers for the difference whenever the price 
paid to them by the Taiwan Sugar Corporation fell below 
the market price of rice. The sharp fall in the export 
price of sugar at a time when the market price of rice 
had risen considerably increased the amount of subsidy 
due to sugar producers during 1952-53 to about NT$180 
million. The subsidies have not yet been paid, as their 
disbursement in cash would increase the note issue. 
Sources: The Central Daily News of Taiwan, New York, 

N. Y., September 16 and 17, 1953. 


Japan's Foreign Exchange Budget 

According to the Japanese foreign exchange budget 
for October 1953-March 1954, announced on Septem- 
ber 26, 1953, foreign exchange receipts are estimated at the 
equivalent of $1,166 million, including visible exports, 
$624.5 million, and receipts from invisibles, $541.5 mil- 
lion. Import allocations amount to about $1,659 million, 
which is less, by about $191 million, than the allocations 
for October 1952-March 1953. The allocation for visible 
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imports is $1,335 million, $166 million less than in the 
earlier period, and for payments on account of invisibles, 
$324 million, a decrease of $25 million. 

No classification of import allocations by currency 
areas has been published, but it is reported that a heavy 
cut in sterling imports will more than cover the increases 
in dollar area and open account area imports. Thus, 
sterling visible imports are reportedly set at $282 million 
during October 1953-March 1954, against $463 million 
in the corresponding period of the previous fiscal year, 
while allocations for dollar imports and open account area 
imports are $721 million and $332 million, respectively, 
compared with $656 million and $297 million. 

Allocations for visible imports took into account the 
recent unfavorable trend in Japan’s international pay- 
ments position and the changes in that position caused 
by the Korean truce. Emphasis is being placed on en- 
couraging a larger volume of essential commodities, on 
counteracting inflationary pressures and stabilizing prices, 
and on acquiring adequate quantities of raw materials 
for the export industries. Allocations for imports of non- 
essentials and luxuries have been reduced. The exchange 
allocations for overseas investment of Japanese capital 
and for payments for goods in triangular trade have 
been increased, while those for overseas travel and ex- 
penses incurred in inviting foreigners to Japan have been 
reduced. 

In accordance with the policy of encouraging essential 
imports, the import budget provides for imports of 1.35 
milton bales of raw cotton, compared with 1.09 million 
bales in the carresponding period of last year; other 
significant figures are 68,600 tons of rayon pulp (com- 
pared with 34,000 tons), 187,000 tons of potash (130,000 
tons), 520,000 tons of phosphate rock (359,000 tons), 
and $62.4 million worth of machinery ($48.5 million). 
There are also allocations for imports of 470,000 tons of 
rice, 980,000 tons of wheat and barley, 460,000 tons of 
sugar, 1.38 million tons of coal, 2 million tons of iron 
ore, about 16 million barrels of crude oil, 1.3 million 
kiloliters of heavy oil, 80,000 kiloliters of gasoline, and 
84,000 tons of paper pulp. 

The cut in exchange allocations is particularly severe 
for so-called “non-urgent” foreign-made daily necessaries 
and high-priced automobiles. Allocations for these im- 
ports are $1 million, one sixth of the allocation in 
October 1952-March 1953. The Japanese Overseas Supply 
Stores Association estimates that at least $5 million 
worth of these goods are absolutely essential to meet the 
normal needs of foreign residents. Prohibited imports of 
foreign-made daily necessities include textiles, cosmetics, 
household electrical appliances, food products, medicines, 


leatherware, fountain pens, sport goods, etc. 


Sources: The Journal of Commerce, October 7, 1953, 
and Far East Trader, October 7, 1953, New 
York, N. Y. 
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Japanese Plan to Finance Pakistan Agriculture 


As an expression of willingness to cooperate in the 
economic development of the South East Asia area, Japan 
has been planning to contribute to agricultural develop- 
ment in Pakistan. It has recently been decided to make 
available to Pakistan a Y 500 million credit through the 
Export and Import Bank of Japan. It has been suggested 
by Pakistan that the credit should be utilized for the 
purchase of agricultural implements in Japan. The credit 
is intended to be available for three or four years, and 
will be repaid mainly in the form of rice produced in 
Pakistan. Official negotiations on the proposal will soon 
be started. 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, August 22, 1953. 


Indonesian Monetary and Banking Policy 


The statute of the Bank Indonesia, the new Central 
Bank which was to replace the Java Bank after its nation- 
alization in December 1951, came into operation on 
July 1, 1953. (See also this News Survey, Vol. V, 
pp. 274 and 354.) The report of the Java Bank for 
the financial year 1952-53 is, therefore, the last report to 
be completed under the provisions of the earlier legisla- 
tion of 1922. 

The President of the Java Bank, who has now become 
the Governor of the Bank Indonesia, states in this report 
that time alone can tell whether mutual understanding 
and goodwill will develop between the Monetary Board, 
which has the responsibility for determining monetary 
policy, and the Managing Board of the Bank. Under the 
circumstances prevailing in Indonesia, where many un- 
known factors, or factors not controlled by the Govern- 
ment, are involved, it is desirable that the Monetary 
Board should not be too eager to impose regulations the 
fulfillment of which cannot be guaranteed. The credits 
granted to private business by the private banks and by 
the three big government banks play a far less important 
part than the vast budget deficits of the Government with 
all their inflationary consequences. The task of promot- 
ing a sound development of the banking and credit 
system requires that attention should be given principally 
to the credit institutions of the Government and to private 
credit institutions operating with government funds. The 
Bank’s balance sheet will be presented in two parts on the 
model of the Bank of England balance sheet. 

The report states that the severe inflationary tendencies 
brought about by the budget deficits of the last two 
years have resulted in a considerable disparity between 
the official and black market rates of exchange. Impeded 
legal exports encouraged the black market and increased 
consumer demand for imports. The level of taxation is 
still too high. If, however, the budget were to conform 
to a reasonable estimate of taxation capacity, government 
departments would have to be thoroughly pruned at once, 
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and many construction works stopped or postponed. The 

disruptive effects of such action can be avoided only by 

an increase of production in the shortest possible time. 

Source: The Java Bank, Report of the President and of 
the Board of Directors for the Financial Year 
1952-1953 (English translation), Djakarta, 
Indonesia, June 30, 1953. 


Vietnam Salvage Accord with Japan 


Japan and Vietnam initialed on September 16, 1953 
a ship-salvaging agreement setting a ceiling of $2,250,000 
upon the salvaging to be undertaken by Japan in Indo- 
Chinese waters. The Vietnam Government will offer 
certain facilities to Japan for carrying out the project 
and will guarantee the life and property of Japanese 
engaged in the work. 

In addition, the reparations which Vietnam will seek 
from Japan will be kept at a very small figure, and 
Japan will not be required to undertake any obligations 
for reparations to France. 

Source: Far East Trader, New York, N. Y., Septem- 
ber 30, 1953. 


United States and Canada 
U.S. Monetary Policy 


In order to correct misunderstandings of Federal Re- 
serve action, the guiding principles of its monetary policy 
were explained by a member of the Board of Governors, 
Mr. J. L. Robertson, at a meeting of the American 
Bankers Association on September 21. He stated that 
it is not Federal Reserve policy to fix interest rates, to 
promote higher rates, or to hold them down. The only 
monetary policy of the Federal Reserve System during 
the past 214 years has been to make credit available 
according to the needs of the economy “for normal oper- 
ation and for healthy growth.” When the credit supply 
is geared to normal economic needs, the forces of demand 
in a freely functioning market will automatically result 
in higher or lower interest rates according as demand is 
strong or weak. This explains why interest rates rose 
in the first half of 1953, and have since declined (see 
this News Survey, Vol. VI, pp. 114 and 122). These 
fluctuations cannot be said to reflect a change in Federal 
Reserve policy so much as a change in market forces. 

The rise in interest rates earlier in 1953 has been 
criticized because of its effect in raising the cost of gov- 
ernment and private borrowing and in benefiting institu- 
tional lenders such as banks. 
look the fact that the policy of restraining inflation, which 
entailed higher interest rates, helped to limit the rise in 
government costs; the benefits to institutional lenders 
from higher interest rates also are offset by the fact that 
these lenders are payers of interest on savings left with 
them. Moreover production, employment, end price con- 


Such criticism may over- 
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ditions would not have been so good over the past 214 
years if the Federal Reserve System had permitted credit 
to be created without limit. 

The role of monetary policy must not be exaggerated, 
however. The credit supply is only one factor affecting 
the nation’s well-being, and the Federal Reserve purpose 
is to see to it that cycles do not develop from money 


and credit causes, and to moderate cyclical movements 

stemming from other causes. 

Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D. C., Sep- 
tember 21, 1953. 


Economic Adjustment in the United States 


Developments in prices and production in the last few 
weeks indicate an adjustment in U.S. business conditions. 
Industrial production declined in September to 234 per 
cent of the 1935-39 average, compared with 236 per cent 
in August and 240 per cent in June. The decline reflects 
a reduction in activity in the durable goods industries. 
Steel output is presently at only 90 per cent of capacity, 
compared with 94 per cent in August, and automobile 
production also continued to decline. Machinery produc- 
tion fell during the month, owing mainly to curtailment 
of farm machinery output. 

Prices of some manufactured goods have fallen in 
response to greater competition, while continuing cost 
In the steel 
industry supply is now considered normal, and several 
companies have announced a policy of absorbing freight 
costs in the future. In the carpet industry downward 
price adjustments have been made, although one pro- 
ducer has raised prices. 


increases have led to some price rises. 


In nonresidential construction 
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increasing competition is being reflected in lower prices 
for schools, roads, and bridges, as contractors have sub- 
mitted bids considerably below the expectations of state 
and municipal authorities. These bids reflect the trim- 
ming of profit margins, since prices of construction 
materials have been well maintained. On the other hand, 
most rubber companies have raised tire prices in the 
face of declining sales and production. Television pro- 
ducers raised their prices in September, although at the 
retail level there has been some price weakness. 

The principal element in recent price increases appears 
to be the continuing rise in labor costs. Tire manufac- 
turers, for example, point out that their price advance 
is the first since 1950, despite the fact that wages have 
increased three times since that year. Hourly wages in 
manufacturing generally in July were almost 10 per cent 
higher than a year earlier; raw material prices, on the 
other hand, are down more than 5 per cent, and wholesale 
prices are slightly below the levels of a year ago. 

The increase in August of $217 million in outstanding 
consumer credit is the smallest increase for that month 
since 1948. This probably reflects a rise in repayments 
paralleling the rise in new loans 12 to 15 months earlier, 
when controls on this form of credit were eliminated. 
Sources: The Journal of Commerce, October 1, 1953, and 

The Wall Street Journal, October 5, 1953, New 
York, N. Y. 


Fiscal Developments in the United States 


U.S. Treasury tax collections of slightly more than 
$6 billion in September were about $200 million lower 
than estimated in July. Expenditures, however, were 
also lower—about $6.1 billion, compared with an esti- 
mate of $6.4 billion. The public debt at the end of 
September reached $272.4 billion—about $2 billion 
higher than estimated in July. This increase resulted 
from large sales of savings notes. 

Despite this development, it is the Treasury’s belief 
that the statutory debt limit of $275 billion will not be 
exceeded before Congress reconvenes in January, and 
that a special session of Congress will therefore not be 
needed. Extraordinary measures have been taken to hold 
down the volume of government security issues. The 
Defense Department has announced that the rate of 
progress payments to producers of defense goods will be 
slowed down, thus transferring to private industry part 
of the burden of financing this production. It has also 
been announced that crop loans to farmers this autumn, 
under the agricultural price support program, will be 
offered for sale to banks. Both these measures will im- 
prove the Government’s cash position and help relieve the 
pressure on the debt limit. 


Source: The Wall Street Journal, New York, N. Y., 
October 6, 1953. 
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United States and Canada Remove Controls on Nickel 
The Canadian Government has removed its control 
over purchases of primary nickel. The step was made 
possible by the termination of the International Materials 
Conference allocations at the end of the third quarter 
of 1953 and by the fact that all demands can now be met. 
In the United States restrictions on the civilian use of 
nickel will be lifted on November 1. 
Sources: The Globe and Mail, Toronto, Canada, Octo- 
ber 6, 1953; Department of Defence Production, 
Press Release, Ottawa, Canada, October 8, 1953. 


Latin America 


Mexico’s 1953-54 Cotton Crop 


The Mexican 1953-54 cotton crop is estimated at 
about 1,100,000 bales, approximately 12 per cent less 
than last year’s 1,250,000 bales. Since exports in the 
year ended June 30, 1953—1,027,000 bales—were the 
largest on record and left only negligible stocks on hand, 
and domestic consumption has remained fairly stable at 
around 320,000 bales annually, less than 800,000 bales 
from the new crop is likely to be available for export in 
the year ended June 30, 1954. It is expected that this 
quantity will be sold readily because Mexican cotton is 
usually offered at discounts of around 1 cent per pound 
below the U.S. market price. Harvested acreage has been 
reduced in all of Mexico’s cotton-growing regions, but 
most of the decline in production is attributed to the 
effect of the severe drought on unirrigated cotton plant- 
ing in the Matamoros-Reynosa region. 

Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., September 28, 1953. 


Argentina-Ecuador Payments Agreement 

A trade and payments agreement was signed on 
August 22 by representatives of Ecuador and Argentina. 
The agreement provides for unconditional and unlimited 
most-favored-nation treatment with respect to customs 
duties and other import charges. Argentina will facilitate 
imports of coffee, cocoa, bananas, petroleum, natural 
rubber, sulphur, and certain manufactured products from 
Ecuador. Ecuador will import from Argentina wheat, 
cotton, wool, edible oils, and a variety of manufactures. 
The agreement contemplates trade during the first year 
to the amount of $6.7 million in each direction. The 
Central Bank of each country will maintain non-jnterest 
bearing accounts in U.S. dollars, and a reciprocal credit 
of $1 million will be established which both banks will 
utilize. Neither country will request payment of any 
balance in its favor unless the balance exceeds $1 million. 

The agreement has to be ratified in accordance with the 
constitutional procedures of each country and will have 
a duration of three years, renewable for a like period 
upon request of both parties. 
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Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 5, 1953. 


Uruguay's Public Debt 

The Minister of Finance outlined to the Executive 
Council of Government a plan for placing public debt 
bonds in the local market during the present year. The 
plan calls for bond issues of 79.7 million pesos during 
1953, of which 40 million pesos will be allocated to public 
debt consolidation, 29.7 million to public works, railroad, 
power, and agricultural development programs, and 
10 million to retroactive payment of railway workers’ 
salaries. It is anticipated that some 67.3 million pesos 
of the issue will be placed with various pension funds 
and 6.4 million with the State Insurance Bank and the 
Postal Savings Institute. Private investors are expected 
to take only 6 million pesos. The total bond issue will be 
equal to about 9 per cent of the national domestic public 
debt already outstanding, which, at the end of May 1953, 
amounted to 856 million pesos. 

On May 5, 1952, Congress authorized the “Internal 
Consolidated Debt 5‘%, 1950” to consolidate government 
floating debts as of December 31, 1950 to the amount of 
80 million pesos (see this News Survey, Vol. V, p. 8). 
Bonds for 40 million pesos have already been issued 
and the additional issue of 40 million pesos contemplated 
in the present plan completes the consolidation operation 
which was then authorized. At the end of 1952 govern- 
ment floating debt amounted to 147.1 million pesos, for 
the consolidation of which the Government also intends 
to seek Congressional approval for the issue of longterm 
public debt bonds in the amount of 173 million pesos, 
an amount which corresponds to current market quota- 
tions for government bonds. 

Sources: El Dia, Montevideo, Uruguay, July 11 and 
August 31, 1953; Department of Commerce, 
Foreign Commerce Weekly, Washington, D. C., 
October 5, 1953. 


Other Countries 


Overseas Capital in Australia 

The Australian Minister for National Development, 
Mr. Spooner, announced on September 28, 1953 that of 
the total capital invested in manufacturing in Australia 
during 1951-52, amounting to £A 122,849,000, about 
60 per cent (£A 73,733,000) came from overseas 
sources. Comparable figures for the period since 1945 
were overseas investment, £A 171,300,000, and invest- 
ment by Australian enterprises, £A 231,400,000. 
Source: The Times, London, England, September 29, 

1953. 

New Zealand Credit and Exchange Policy 

The Annual Report of the Reserve Bank of New Zea- 
land for the year ended March 31, 1953 states that, 
although there has been a reduction in the pressure of 
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inflation, there is evidence that New Zealand is stil] 
trying to use for consumption and investment more 
resources than are available. Although the number of 
unfilled jobs in industry has declined, the position is 
still one of overfull employment. Price control is stil] 
in force over a considerable range of consumers’ goods, 
and direct control of sales of foreign exchange is re. 
quired to achieve a better balance between receipts and 
payments. 

The report lays down three conditions that must be 
fulfilled before exchange allocation can be abolished. 
Overseas reserves must be sufficient to absorb any tem. 
porary adverse balance of payments, there must be 
adequate provision for other contingencies, and it is 
essential to achieve a balance between the community’s 
desire and ability to buy foreign exchange and its ability 
to earn it. 

Source: The New Zealand Herald, Auckland, New Zea- 
land, August 26, 1953. 


Tangier Sterling Rates 

The International Bank of Tangier reports the follow. 
ing rates for transferable account sterling (in dollars 
per pound sterling): £ Spanish account, $2.71-2.73; 
£ French No. 1 account, $2.71-2.73; and £ Dutch ac- 
count, $2.72-2.74. These rates are two or three points 
higher than those quoted at the end of June. 
Source: New York Herald Tribune, Paris, France, Octo- 

ber 3, 1953. 


Reduction of Discount Rate in West Africa 


The Bank of French West Africa announced a second 
reduction of 0.25 per cent in its discount rates as of 
October 1, 1953. A similar reduction had been made 
last February. The new rates are 41/4 per cent for foreign 
drafts, 434 per cent for French or French overseas ter- 
ritories drafts, 5 per cent on local drafts, and 514 per 
cent on advances. 

Source: Agence Economique et Financiére, Paris, France, 


October 1, 1953. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 
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